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ABSTRACT 
 
The risks of failure of construction joint ventures (JVs) are high and the financial 
consequences are expensive.  This paper sets out to identify the nature of these risks 
and the means by which they are managed, through the study of the critical factors 
that contribute to successful JVs and the risk factors associated with JV operations.  
The results of a survey of JV participants in Singapore are presented.  These indicate 
the overall risk factors facing contractors, the risk management measures that are felt 
to be effective, and the critical success factors involved at different stages of the 
project. 
 
Keywords: Joint Ventures, critical success factors, risk management, project stages, 
Singapore. 
 
 
INTRODUCTION 
 
Joint ventures (JVs) facilitate the combination of economic resources, skills and 
knowledge required for projects.  The use of the JV set-up in the construction industry 
has become necessary in order to secure a large scale project or one that is beyond an 
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individual firm’s capability.  Their advantages are obvious and are summarised as 
follows (Carter et al, 1988). 
 
• From the standpoint of a host country, they offer the opportunity for local industry 
to acquire new technology and expertise, therefore upgrading local construction 
companies.  In the long run, this also decreases the country’s future dependence 
on foreign expertise and maximise utilisation of local talent. 
• Provide the opportunity for foreign companies to expand into foreign markets that 
are otherwise closed to foreigners.  Through such JVs with local firms, foreign 
companies may be able to enjoy some incentives due to the local firms’s 
involvement.  Such incentives include tax and custom duty concessions, 
preferential treatment of tendering prices, access to regional knowledge and 
customs and, last but not least, better access to local authorities. 
• Minimise competition and improve the chances of securing a project.  This could 
be achieved by joint venturing with a company of the same field of operation. 
• From a risk management perspective, the risks involved are shared among the 
parties involved in the JV. 
 
The number of construction JV operations has increased as globalisation rapidly 
fosters closer relationships between different nations.  However, the risks of failure 
are high and the financial consequences are expensive (Sridharan, 1992a).  What are 
these risks and how can they best be managed?  By studying the critical factors that 
contribute to successful JVs and the risk factors associated with JV operations, it 
should be possible to identify potential areas of disputes, or high risk factors, early 
during the planning stage to enable a suitable management response to be formulated 
to enhance the potential success of JV operations. 
 
This paper examines the factors that contribute to the successful operation of Joint 
Ventures (JVs), management’s perception of JV risks and their response to minimise 
these exposures the role of risk management in JVs.  The results of a survey of JV 
participants are presented, and which indicate the overall risk factors facing 
contractors, the risk management measures that are felt to be effective and the critical 
success factors involved at different stages of the project. 
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JOINT VENTURE RISKS 
 
The generally accepted meaning of JV refers to those business alliances which are 
(Walmsley, 1981): “Of limited duration formed by two or more independent business 
or professional entities for the purpose of furnishing engineering, consulting, 
procurement, construction and construction management services by consolidating 
skills and resources of participants”.  These business alliances can either be vertical 
integration (Chow Kok Fong, 1985) (eg. contractor with supplier) or horizontal 
integration (eg. between contractors) in the form of contractual or consortium JVs, 
partnership JV or corporate JVs that is a more permanent type of JV and is 
incorporated as a limited company (Cushman and Bigda, 1985). 
 
There are three common legal forms of JV, namely contractual or consortium JV, 
partnership JV and corporate JV, which is the incorporation of JV as a limited 
company (Chow Kok Fong, 1985).  The selection of a suitable legal form of JV needs 
to take into account the objectives of the JV operation.  It should limit the liabilities 
and thus minimise the exposures encountered in such corporation (Walmsley, 1981). 
 
A successful JV is defined as one that has achieved its objectives within the JV 
duration and with the resources contributed by each participant.  In these JVs, the 
strategic business objectives take precedence over perpetual negotiation; decisions 
were independent and not biased and the JV partners are constantly attending to the 
JV’s needs.  There are mutual benefits that are derived from mutual trusts, confidence 
and commitment to a long-term relationship by all partners (Walmsley, 1981).  
Conversely, JVs do not function well when a partner is constantly overruled 
(Walmsley, 1981), there is a lack of commitment from partners, and when the parties 
involved cannot derive values and benefits from being tied to each other.  Under such 
circumstances, JVs may be abandoned in the early stages before the formulation, or 
during the JV negotiation stage or during the implementation of the JV process. 
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As many incentives as possible to each potential JV are advocated for a lasting JV 
(Cushman and Bigda, 1985), the type of incentive depending on the specific needs or 
motivation of the individual participants and the objectives of the JV operation, 
whether either Market Driven, Resource Driven or Risk Driven. 
 
The primary issue with regards to JV partners is the identification of a suitable partner 
according to the objectives of the JV and the needs of individual participants.  The 
rationale for a JV is to ‘marry’ the strength of two or more, often very different, 
organisations.  This can only be achieved if the parties to the JV are able to work 
together and show commitment to the partnership.  The issues here involved the 
partner’s capacity and competency, corporate compatibility, trust and confidence 
amongst the partners, their approach towards dispute resolution and the understanding 
of the JV liabilities (Carter et al, 1988).  According to a study carried out (Rockwell, 
1994), there are eight attributes that are important in a JV.  These comprise: planning; 
balancing trust with self-interest; anticipating conflicts; clearly defined strategic 
leadership; flexibility; accepting cultural differences; technology transfer; and 
learning from partner’s strengths 
 
Sridharan (1992a) also raised a series of problem areas and conflicts focused mainly 
on foreign-local JVs. These are categorised as: hasty associations; unequal negotiating 
power; wrong choice of type of JV; sub-contract management; technology transfer; 
and contract closeout. 
 
The risk factors that may prompt JV partners to share their risks are said to include 
one or more of the following aspects (Carter et al, 1988): 
 
• Financial risks relating to inflation, foreign exchange, cost of financing due to late 
payment by client and interest rates fluctuation. 
• Country related risks such as difficulty in fund repatriation, change in statutory 
requirements, host government expropriation, reversal in policy toward foreign 
investment, imposition of unfavourable conditions, complexity of legal and tax 
systems. 
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• Construction risks such as cost over-run, cost estimate’s deficiency, disruption to 
construction works, default of sub contractors, productivity of workforce. 
• Commercial aspects such as material or manpower shortages, price controls, 
different interpretation of legal requirements or regulation between the parties 
concerned, conflict in business practices and ethics, hostile reaction from locals. 
 
The JV process starts with the motivation for a JV followed by the Initial Set-Up, 
Implementation and finally, Dismantling and Defects Liability Stages. Risk analysis 
can be applied at each of these Stages to determine the critical risks and the 
appropriate risk response can be applied to reduce the possibility of occurrence of 
these risks.  Upon the completion of a JV, the knowledge and experience gained 
influences the motivations for subsequent JV.  Fig 1 indicates a general risk 
management framework in schematic form.  
 
 
THE SURVEY 
 
A survey questionnaire was developed based on the risk factors found in the literature 
and modified to suit the Singapore context.  These factors are related to the initial JV 
set up, operation and project implementation, dismantling and defects liability period.  
Answers were requested on a five-point Likert scale where only the end points were 
defined. 
 
Following a short pilot study, the questionnaire was sent to 17 construction companies 
based in Singapore and with experience in JV operations.  These companies were 
either registered under the Construction Industry Development Board (CIDB) 
Registry of JV companies or companies registered under the heading General 
Building and Civil works for financial category G5 and above.  A total of 15 
completed questionnaires were returned. 
 
Of the JV projects undertaken by the respondents over the last 5 years, 25.4% were 
for public sector residential work.  The next two major categories were mainly for 
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private sector residential and MRT/LRT works, followed by (in order of priority): 
Piling, Infrastructure, Commercial, Industrial, Highway/Bridges, and Others1. 
 
FINDINGS 
 
Project preference 
 
Preference factors Preference Level 
Able to acquire new technology 2.9 
For strategic purposes 2.7 
Able to gain reputation 2.4 
Not familiar but high profit margins 2.1 
Familiar but low profit margins 0.9 
Table 1: Preference factors and the preference level 
 
Table 1 summarises the average respondents’ preferences in relation to five 
characteristics of JV projects.  As the Table shows, JVs are considered to be most 
appropriate where a more advanced technology is needed and least appropriate for 
routine type projects.  Also the formation of a JV would seem to offer promotional 
advantages through the increased ability to undertake prestigious projects or be 
associated with prestigious partners.  However, the highest ‘acquiring technology’ 
scores came from the local contractors in the sample - this was in fact the least 
preferred option for most of the foreign contractors surveyed, which suggests the 
foreign contractors to be technically more sound in construction technology and may 
feel, as did Sridharan (1992b) in a previous similar survey, they are in danger of 
creating new competition by passing on their knowledge in this way. 
                                                 
1 Note that Singapore, being an island state, is slightly different from other, larger, countries.  As a 
result of the limited land size, infrastructure and utilities are compact, requiring specialised 
technology sometimes of a kind not possessed by local contractors.  An example is the proposed 
Deep Tunnel Sewage System that is intended to collect the whole of Singapore’s sewage by means of 
deep tunnels and convey them to the two ends of the island for treatment and final discharge into the 
sea.  The potential cost of this system is eight billion dollars and is so complicated that it probably 
needs JV teams for its construction.  However, once completed, (in ten to fifteen years’ time) it is not 
likely that this kind of  
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JV Motivators 
 
The most important motivator (67%) for companies to enter into JVs was found to be 
the JV’s value for strategic market entry.  Clearly JVs, as opposed to mergers or take-
overs, allow the parties involved an opportunity to control and develop a structure for 
entering into a new market and secure a competitive position without upsetting or 
creating any friction in the company concerned.  As there is no need to assimilate 
inherited business strategies and no resistance to overcome within its own 
infrastructure, it can adopt its own style and thus improve operation market efficiency.  
In some cases, the JV partnership may serve as a source of information on market 
potential and a means of exploiting the understanding of the business conditions in the 
host country for strategic planning purposes.  Entering a foreign market can also be a 
cost-effective way for a contractor to enjoy tax and custom-duties concessions.  The 
increasing complexities of international business and the emergence of many new 
markets such as in China, India and Vietnam has prompted many companies to 
formalise their JVs into strategic alliances. 
 
The second most important motivator for JV formation is business diversification 
(46%).  With the increasing demand in Singapore for high-density construction, 
additions and alterations, tunnelling, etc., there has been a commensurate increase in 
the need for non-traditional skills.  Thus in order to survive in the market, local 
contractors have had to enlarge their capabilities to include these types of skill and 
JVs has offered one means of doing this. 
 
The third most important motivator for JV formation is that of sharing of resources 
(30%).  The type of resources to be shared may include technology, financial, 
manpower, market information, plant, equipment, material, etc.  The mechanisms of 
sharing (e.g. values, type, quantity or liability) are normally stipulated in the JV 
agreement.  The advantage of sharing manpower resources in JV operation is the 
                                                                                                                                            
 
technological expertise will be needed again in Singapore. 
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flexibility in distributing operational responsibilities and authority.  This allows 
partners to efficiently utilise each other’s particular strengths.  For example, a JV 
between an architect and engineering firm (vertical integration) or a JV between two 
contractors (horizontal integration) enables the companies to expand into a broader 
market with larger combined strength.  By the nature of the JV arrangement, this 
could be the most important reason for small and medium size companies taking part 
in JV operations.  The companies’ capability and business opportunities can therefore 
expand through the sharing of resources.  This is because one party may lack the 
necessary resources to carry out the project on its own, or they lack of suitable 
technology or expertise to carry out the project, or to incorporate a financing 
component by a financial institution or the incorporation of a manufacturer and 
supplier into the JV as part of the total project package. 
 
The fourth most important motivation was that of risk sharing (27%).  JVs allow 
partners to share potentially speculative and high-risk endeavours without exposing 
themselves to unlimited liability.  If correctly handled, the extent to which each JV 
participant is liable financially, commercially or organisationally, may be 
significantly reduced or avoided.  This aspect is examined in more detail later. 
 
 
Critical Success Factors (CSFs) in JVs 
 
Table 2 summarised respondents’ perceptions of the importance of the stages in the 
JV by criticality levels.  The respondents felt that the factors in the implementation 
phase and negotiation phase are critical to the success of the JV.  They did not place a 
high emphasis on the pre-planning phase. 
 
The fact that the overall criticality level for implementation stage is higher than others 
in Table 2 highlighted a general perception that a successful JV is closely dependent 
on whether a smooth running JV management could be attained.  The results suggests 
that equal attention should be given in the entire process of JV operations whenever 
possible.  The form of JV and suitability of project plays an important part too and 
may cause unforeseen downstream adverse impact in the later stages of the JV. 
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For the purpose of determining the level of criticality, it was decided that the score of 
3.5 and above on a 5 point scale is deemed to be critical. 
 
No matter how comprehensive a JV agreement may be or how close the relationship 
with JV partners may have, there are always some changes during the process of JV 
operation.  These changes may be due to changing regulations or varied interpretation 
of provisions or changes due to situation that were not foreseen at the planning stage 
or changes in the scope of work.  Therefore, by giving each stage adequate and equal 
attention, potential problems could be identified early and their adverse effect could 
be minimised.  This will in turn improve the operating environment of the JV and 
enhances the success of JV operation.  It is believed that this must form part of the 
risk reduction strategy that management should adopt (Armit, 1985). From the 
information as compiled in Table 2, the survey findings showed that the Critical 
Success Factors for successful operation are related mainly to areas involving 
Selection of JV Partners, JV Agreement and the Implementation of JV.  It is prudent 
to note that as far as JV partners are concerned, compatibility in the areas such as 
styles of management, corporate culture and technology level are important.  Previous 
JV experiences will be an added advantage for the JV operation. 
 
The following conclusions were drawn and were considered critical towards 
achieving a successful JV: 
 
(A) Identify compatible JV partner with strategic objectives which are mutually 
acceptable and beneficial.  JV partners who possess the following features 
are felt to provide a strong foundation towards success in JVs. 
 
 1) has past business relationship 
2) able to exhibit necessary trust and confidence among JV partners 
 3) ability to clearly understand its own risks and the shared risks 
 4) ability to show commitment towards the JV 
 5) has organisational compatibility 
 
Thus, in the absence of the above situations, intensive information search 
should be carried out to establish the integrity, competency, compatibility 
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and financial status of the potential JV partners.  This information should be 
closely analysed and evaluated to ensure that a right and suitable partner is 
selected. 
 
 For example, in choosing a partner in Vietnam, it was suggested to counter-
confirm the background of local partner with the People’s Committee, the 
Ministries, etc, who is the authority that regulates the business in question.  
The potential partner should be affiliated with the Ministry and fall under 
the jurisdiction of such Ministry.  This is because such affiliation of the 
local partner with the relevant authority will ensure the necessary access; 
the efficient progress of changes created by the Ministry and resolution of 
problem (Spencer, 1994). 
 
(B) Identification and discussion of issues broadly, with commitment and 
mutual trust to resolve these issues early.  There is a need to ensure the 
clarity and understanding of expectation, common interpretation of terms, 
regulations, shared and owned liabilities, profit distribution and 
contributions, management structure (especially the control and decision-
making process), operational structure with regards to its functional 
requirements, reporting and accountability structure, local practices and 
customs and last but not least, the form of relationship. 
 
(C) In addition, the flexibility in resolving on-going problems, the commitment 
from the JV site management team, the establishment of an efficient and 
suitable selected team members for the JV operational management will 
ensure the smooth and successful operation of JV. 
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 Criticality Level 
   
Factors Weighted Average 
Overall 
Average 
   
(1) Pre-Planning   
Form of JV 3.80  
Project suitability 3.13  
Understand local legislation 2.80  
Understand local business practices 2.40  
Profit repatriation status 2.33  
Familiarity of local conditions 2.13 2.77 
   
(2)      Partner Selection   
Partners’ commitment 4.67  
Understanding & commitment to JV objectives 3.87  
Trust and confidence among partner 3.67  
Past JV experience 3.47  
Compatibility between partners 3.47  
Understand own and shared risks 3.20  
Strategic fitness 2.67 3.57 
   
(3) Negotiation & Policy Agreement   
Profit & loss distribution 4.53  
Clarity of contribution among partners 4.00  
Control & decision making policy 3.93  
Clarity of sharing of liabilities 3.73  
Composition of decision-making body 3.53  
Dispute resolution procedures 3.00 3.79 
   
(4) Implementation   
Composition of JV operation structure 4.60  
Clarity of chain of command of site team 4.40  
Efficiency of JV structure 4.20  
Home office support 3.27  
Independence of JV structure 3.27 3.95 
Table 2: Respondent’s Perceived Importance of the Process of JV Formation 
 
Measuring the Level of Success in JV Project 
 
The most important criterion of a successful JV was perceived to be client satisfaction 
and goodwill (average score 4.80) reflecting the increasingly service-oriented nature 
of the industry.  By securing the goodwill of the client, contractors hope to receive 
further project opportunities from that client although, in Singapore, the majority of 
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projects are still awarded through the competitive tendering system, which means 
that, no matter how much goodwill has been generated, the contract price still has to 
be competitive.  The second most important criterion is that the project is completed 
within budget and profit estimation (average score 4.40), followed by the JVs project 
team’s satisfaction (4.33), on or ahead of schedule (4.27), high quality standards 
(4.27), high safety standards (3.87) and enhanced reputation of the JV partners 
(3.40). 
 
 
Risk Factors and Management Measures 
 
The average critical risk factor ratings and their management measures are 
summarised below in order of importance. 
 
Disagreement in Accounting Profit and Loss 
 
The respondents rated this as the most critical, with an average criticality of 4.2.  
Often times, minor disagreement on accounting of a profitable JV project can easily 
be resolved by the top management of each company.  However, if the JV results in a 
loss or the partner-company is in financial distress, disagreement over who should 
bear the loss can become very heated and difficult to overcome. 
 
Three measures are used to manage these situations, each with different ratings for 
success.  The first is Agreement on Standard Accounting Practice.   This is a 
risk reduction measure and, with an average rating of 4.3, is a clear favourite with the 
majority of respondents.  The reason is that implementing a standard accounting 
practice in the JV project is workable in practice and having a standard accounting 
practice in place allows all parties involved to charge profit and loss in a standard 
manner.  This will reduce the chance for disputes  The second most popular practice, 
with an average rating of 4.1, is the risk reduction measure of Maintaining Clear 
Documentation.  The reason is that the cost incurred and the resources used can be an 
aid to gauge the amount of profit and loss between the parties involved.  In the 
unlikely event that the dispute goes to arbitration or litigation, the parties with clear 
documentation stand a better chance of getting the award on a balance of 
 13 
13
probabilities.  Thus, indirectly, it forces the partners to work towards an agreement to 
account for the profit and loss.  Finally, with an average rating of 3.1, is the risk 
avoidance measure of Appoint Independent Account Auditor.  That this has not found 
much favour among the respondents may be due to three reasons.  Firstly, additional 
cost will be incurred to appoint the auditors.  Secondly, it may be construed as a sign 
of distrust among the JV partners and create friction in the JV team.  Finally, the 
external auditor may have problems trying to calculate the true profit and loss of the 
respective companies and compare them at the same base. 
 
Potential Financial Distress in JV Partner 
 
The majority of respondents indicated this to be a critical risk factor (average 
criticality 4.1) to which they pay close attention. Financial distress was seen to impact 
in three ways: low morale to the JV staff; clash of interests by the distressed 
company; and inability to inject additional cash, if required. 
 
Selecting a creditworthy and financially strong partner, with an average score 4.1, 
was the most popular management measure used.  This risk reduction measure is of a 
strategic nature, often starting before the JV opportunity even arises, and may involve 
a lengthy amount of time in conducting general surveys of potential partners and 
determining their financial status.  Injecting more equity into the JV by own company 
is an option that is more of a risk avoidance measure and is not as popular with the 
respondents as indicated by their relatively low average effectiveness rating of 2.4.  
The reasons for this are that, firstly, companies are reluctant to assume the additional 
financial risks and opportunity costs involved.  Secondly, by trying to inject more 
cash into the JV entity, a company may incur the displeasure of its fellow JV partners, 
which may construe the action as a unilateral attempt to gain the upper hand in 
running the JV.  Source for additional financial backing from banks or others seeks to 
transfer partially the adverse implication of the materialisation of this risk to third 
parties.  Again, the respondents are not very supportive of this measure as indicated 
by the average effectiveness rating of 2.4. With the company seeking to transfer this 
risk by asking the bank (for example) for backing, it may be able to obtain it if it has 
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very good relationship with the bank but ultimately it must pay the bank a premium 
for this service, presenting additional cost implications to the company. 
 
Partner’s Lack of Management Competence and Resourcefulness 
 
The majority of the respondents indicated that this is a critical risk factor (average 
criticality 4.1) to which they pay close attention.  The risk transfer measure of 
selecting strong sub-contractors to complement partner’s shortcomings was the most 
popular treatment (average score 4.0) for this issue.  The risk reduction measure of 
allocating work to a partner according to his ability is also relatively popular (average 
score 3.7). 
 
Over-Interference by Parent Companies of Either Parties 
 
Over-interference by parent companies of either party is seen to be a critical issue 
(average criticality 4.0).  The risk reduction measure of granting autonomy to the JV’s 
CEO/GM is relatively popular (average score 3.8) amongst the respondents for this 
issue.  The main reason for the popularity is that the CEO/GM of the JV is seen to be 
impartial and thus decisions taken by him do not carry doubts of vested interests.  
However, chances of success of this measure rely on having a strong and capable 
CEO/GM and who is able to gain the confidence of everyone that he is working solely 
in the interests of the JV entity.  The risk avoidance measure of defining clear 
authority and responsibility in the JV agreement is another approach, and appears to 
be quite popular (average score 3.5) among the respondents.  This is followed by 
control of the JV’s Board of Directors by own company as a risk avoidance measure 
not rated very highly (average score 3.3) by the respondents.  Two reasons explain 
this reluctance.  Firstly, having full control of the directors by their own company may 
be achieved at the expense of unhappiness of the fellow JV partners.  Secondly, the 
company has to deploy valuable resources to sit on the board of directors whereas 
these resources may be put to better use elsewhere. 
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Disagreement in Allocation of Work 
 
The respondents (average criticality 4.0) rate this factor as very critical.  This is 
because the usage of resources, and thus cost, is directly dependent on the work 
scope.  In addition, the companies that team up for the JV projects, more often than 
not, are specialists in their own field. JV projects are normally complex, requiring 
different portions of work and thus the partners that form the JV to tackle the project 
may find that they have to carry out unfamiliar jobs.  There is a potential to push work 
that is not familiar to the companies to their partners.  For example, in Singapore’s 
phase two MRT work, there were many parcels of tenders for the construction of the 
MRT stations, realignment and building of roads and boring of tunnels.  Some JV 
teams consisted of only two partners, one of which specialised in superstructure work 
(i.e. MRT station) while the other specialised in tunnelling work.  The two parties are 
thus unfamiliar with what is entailed in realignment and road building, do not know 
how to price it suitably and thus are reluctant to work on this portion of the work.  
Allowing for re-negotiation is a risk reduction measure most favoured by the 
respondents (average score 3.7).  Letting the dominant party have authority to decide 
is a risk avoidance measure in that if the parties knew, prior to agreeing to form the 
JV, that the dominant party will have the final say on allocation of works, they are 
better prepared to work with what they are given.  However, the respondents indicate 
that this is not a feasible idea (average score 3.0).  One reason for this is that if the 
dominate party has the authority to decide on work allocation, they may be biased 
toward the other partner in terms of job allocation and not provide an equitable 
cost/profit system.  Maintaining clear documentation is another risk reduction 
measure which has not found favour with the respondents (average score 3.0).  The 
purpose of good documentation is to justify any additional claim for profit or loss as 
well as to record the actual amount of work carried out.  The passive response is 
because the party will probably have to carry out the disputed work and try to make 
up for the inconvenience through claim for work done, knowing full well that the 
other party may not agree to it. 
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Technology Transfer Disputes 
 
This is a sensitive risk factor that was rated as fairly critical (average criticality 3.7).  
It is obvious that companies with specialised technology are not generally willing to 
transfer technology to others for fear of competition for market share.  However, 
within the wider framework of strategic alliance and mutual transfer of technology, 
this reluctance may be overcome.  Choosing the right staff to train and receive 
technology was rated as very effective by the respondents (average score 4.5).  Some 
staff are especially receptive to transferring or receiving technology while others are 
equally reluctant.  Thus, by carefully selecting suitable staff, this risk can be reduced 
considerably.  Defining clearly before setting up the JV was rated as very effective by 
the respondents (average score 4.2).  It is clear that defining what and how to transfer 
the technology before the start of the JV prepares the partners ahead of the actual 
transfer process.  With a realistic expectation of the technology to be transferred, the 
potential for disputes in the future is reduced.  Periodically reviewing the transfer 
process was viewed as not very effective among the respondents (average score 3.1).  
This is because even though periodic review may show that there is a lack of transfer 
in technology, the followed up actions may be ineffective or non-existent. 
 
Distrust Amongst Employees from the Partner’s Company 
 
The majority of the respondents felt that this is not an important risk factor (average 
criticality 3.1).  The general perception of the respondents seems to be that the 
employees should understand the reasons and advantages of going into a JV and thus 
will be co-operative with the other parties.  The risk avoidance measure of selecting 
staff carefully (or even externally) for a JV project is popular as indicated by the high 
effectiveness rating (3.7).  Pledging commitment to employee’s responsibility 
(average score 3.5) in the JV is a risk reduction measure designed to allow the 
respective employees from each JV partner to work together smoothly.  In addition to 
this, some companies organised informal gatherings prior to the commencement of 
the JV project between the staff to encourage a sense of team spirit and goodwill.  
They also arrange get together on certain milestones in the process.  Defining each 
staff’s scope of work clearly is a risk avoidance measure that allows each staff to 
work within their own scope.  By doing so, the staff are comfortable enough and place 
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more trust with the rest of the team members.  However, there is a problem caused by 
the complicated nature of the JV project, which more often than not does not allow 
the scope of work to be clearly defined.  The response to this measure is fairly 
positive, given its average effectiveness rating of 3.5. 
 
Disagreement in Allocation of Staff Positions in JV Project 
 
The majority of the respondents felt that this is a relatively important risk factor 
(average criticality 3.0).  In principle, it is expected that staff working on JV projects 
are deployed to work in positions which fully utilise their expertise.  However, in 
reality, many companies still feel that having staff in key positions (e.g. the JV 
contract manager) will be in their favour and allows them to be more dominant in the 
JV team.  Employing the JV staff independently is a risk avoidance measure and it is 
also not rated highly (average score 3.0) by the respondents as it does not remove the 
underlying problem.  Allowing for re-negotiation is a risk reduction measure which is 
also not rated highly by the respondents (average score 2.9) due to the lengthy nature 
of the re-negotiation process and possible further disruption of the JV team spirit. 
 
Social, Cultural and Religious Differences Causing Friction 
 
This risk appears relatively common when a company forms JV with another 
company from a relatively under-developed country and where there are big gaps in 
the social, cultural and religious values between the staff from these two companies.  
However, Singapore is relatively exposed to both Eastern and Western influences and 
as such, foreign contractors do not really face “culture shock” when working in 
Singapore, as compared to working in India for example.  As this survey is of 
Singapore based contractors, this risk factor was not found to be as critical (average 
criticality 2.6).  Employing unbiased and experienced staff is a risk avoidance 
measure which was received favourably by the respondents (average score 4.1).  The 
reason is that an experience person who is culturally unbiased is able to handle the 
differences between the work culture of the workers and concentrate on work instead.  
Learning to understand and accept each other’s differences is a risk reduction measure 
and was also rated as quite effective in the opinion of the respondents (average score 
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3.9).  The reason is that once the staff accepts that the differences are unavoidable, 
they will work to resolve the differences or work around it.  Investing in staff 
education is another risk reduction measure which, however is not viewed as 
particularly effective by the respondents (average score 3.0).  The reason is that the 
additional cost and time involved makes it unfeasible. 
 
 
Impact of risk factors during various stages 
 
In this section of the questionnaire, the respondents give their opinion on the 
relevance and criticality of the risk factors during every stage of the JV project.  The 
initial JV set up includes the pre-planning, partner identification and negotiation 
stages while the operation and defects liability period stages are considered to be the 
same as the implementation stages.  
 
In the Initial Set-Up Stage, the most critical factor was found to be the threat of the JV 
partner facing financial distress.  This factor was found to be critical even in the 
Operation and Defects Liability Stages, especially in the operation stage (criticality 
level of 4.7).  In the Operation and Implementation Stage, distrust among employees 
from the partner’s company is perceived by the respondents to be the most critical risk 
factor.  This is followed by partner’s financial distress and then by disagreement in 
accounting of profit and loss.  In the Dismantling and Defects Liability Period Stage, 
the risk due to disagreement in accounting of profit and loss is especially critical, 
followed by partner’s financial distress. 
 
 
GENERAL FRAMEWORK 
 
Fig 2 incorporates the data from the survey into the general framework provided in 
Fig 1 and shows the main motivation for forming a JV, the critical risk factors for 
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each phase and the risk response of the respondents to these factors from the survey 
results. 
 
Strategic market entry is the main motivation for forming a JV from the majority of 
Singapore based contractors.  It can be seen that the risk of one’s partner company 
suffering from financial distress is ever-present during the various phases of the JV, 
while disagreement in accounting of profit and loss is critical in the implementation 
and dismantling phase.  Another factor that is relatively critical in all three stages is 
the distrust among employees from the partner’s company.  In addition, disagreement 
in allocation of work and dispute in technology transfer are perceived to be fairly 
critical risks in the initial set up phase. 
 
In terms of risk response, the respondents felt that selection of a financially strong and 
credit-worthy partner is very effective in reducing the risk of a partner suffering 
financial distress during the project duration.  Agreeing on a standard accounting of 
profit and loss and having good documentation are effective risk measures against 
disagreement in accounting of profit and loss.  To handle the disagreement in 
allocation of works, allowing for re-negotiation is more effective than the rest of the 
measures and having a compatible and willing partner will aid the re-negotiation.  To 
overcome the distrust among the employees from the partner’s company, the 
respondents felt that careful selection of staff or even selecting staff externally for the 
JV team is most effective.  Lastly, choosing the right staff to train and receive the 
technology is effective against potential dispute arising from technology transfer. 
 
It would seem, therefore, that choosing a suitable partner with which to form a JV is 
not just confined to effectiveness in reducing the risk of the partner suffering financial 
distress during the JV process.  This implies that when a company is in the process of 
selecting a suitable partner, it needs to take into account more than partner’s financial 
credibility alone.  It also needs to consider the compatibility of the partner on issues 
such as working and negotiation styles as it is likely that risk reduction measures for 
other risks will be significantly reduced if a company can find a compatible partner. 
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CONCLUSIONS 
 
The objective of this study was to identify and investigate the important risk factors 
and critical success factors underlying the JV process during the various stages of a 
project.  The literature review produced a list of factors for each stage of a project and 
the responses from a set of 15 Singapore-based contractors was used to present an 
overview. 
 
The most important factor influencing the formation of JVs was found to be the 
opportunity to acquire new technology (preference level 2.9), followed by the 
‘strategic purposes’ (2.7), ability to gain reputation (2.4) and profit margins (2.1).  
The most important motivator was the JV’s value for strategic market entry (66%), 
followed by business diversification (46%), sharing of resources (30%) and risk 
sharing (27%).  The factors of highest perceived importance for the process of JV 
formation were Partners’ commitment (4.67), Composition of JV operation structure 
(4.60), Profit & loss distribution (4.53), Clarity of chain of command of site team 
(4.40) and Efficiency of JV structure (4.20).  The factors in the implementation and 
negotiation phases were found to be the most critical to JV success, with less 
emphasis placed on the pre-planning phase.  The most important criterion a successful 
JV was perceived to be client satisfaction and goodwill (average score 4.80)followed 
by completed within budget and profit estimation (average score 4.40), followed by 
the JVs project team’s satisfaction (4.33), on or ahead of schedule (4.27) and high 
quality standards (4.27). 
 
The most important risk factors were Disagreement in Accounting Profit and Loss 
(4.2), Potential Financial Distress in JV Partner (4.1), Potential Financial Distress in 
JV Partner (4.1), Partner’s Lack of Management Competence and Resourcefulness 
(4.1), Over-Interference by Parent Companies of Either Parties (4.0) and 
Disagreement in Allocation of Work (4.0). 
 
In general terms, strategic market entry is seen as the main motivation for forming a 
JV for the majority of the Singapore based contractors involved in the study.  The risk 
of one’s partner company suffering from financial distress is ever-present during the 
various phases of the JV, while disagreement in accounting of profit and loss is 
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critical in the implementation and dismantling phase.  The selection of a financially 
strong and credit-worthy partner is seen as very effective in reducing the risk of a 
partner suffering financial distress, and a standard accounting of profit and loss is an 
effective risk measure against disagreement in accounting profit and loss.  To handle 
the disagreement in allocation of works, allowing for re-negotiation is more effective 
than the rest of the measures and having a compatible and willing partner aids the re-
negotiation.  To overcome the distrust among the employees from the partner’s 
company, the careful selection of staff or even selecting staff externally for the JV 
team was felt to be most effective., and choosing the right staff is effective against 
potential dispute arising from technology transfer. 
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Fig 1: General Framework for Risk Management in Construction JV 
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Fig 2: Empirical Framework for Risk Management (based on survey data) 
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